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part. An actual manmade or natural
event on the borrowers system in
which a borrower utilizes a significant
portion of its ERP shall count as an an-
nual exercise for that calendar year,
provided that after conclusion of the
event, the borrower verifies accuracy
of the emergency points-of-contact
(POC) and the associated contact num-
bers as listed in their ERP. For por-
tions of the borrower’s system that are
not operated by the borrower, if any,
the borrower is responsible for ensur-
ing that the operator is operating and
maintaining the system properly in ac-
cordance with the operating agree-
ment.

[69 FR 60540, Oct. 12, 2004]

§1730.21 Inspections and tests.

(a) Each borrower shall conduct all
necessary inspections and tests of the
component parts of its electric system,
annually exercise its ERP, and main-
tain records of such inspections and
tests. For the purpose of this part,
‘“‘Exercise’” means a borrower’s Table-
top execution of, or actual implemen-
tation of, the ERP to verify the oper-
ability of the ERP. Such Exercise may
be performed singly by an individual
borrower, or as an active participant in
a multi-party (to include utilities, gov-
ernment agencies and other partici-
pants or combination thereof) Tabletop
execution or actual full implementa-
tion of the ERP. For the purpose of
this part, ‘“Tabletop’” means a hypo-
thetical emergency response scenario
in which participants will identify the
policy, communication, resources,
data, coordination, and organizational
elements associated with an emergency
response.

(b) The frequency of inspection and
testing will be determined by the bor-
rower in conformance with applicable
laws, regulations, national standards,
and Prudent Utility Practice. The fre-
quency of inspection and testing will
be determined giving due consideration
to the type of facilities or equipment,
manufacturer’s recommendations, age,
operating environment and hazards to
which the facilities are exposed, con-
sequences of failure, and results of pre-
vious inspections and tests. The
records of such inspections and tests
will be retained in accordance with ap-
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plicable regulatory requirements and
Prudent Utility Practice. The reten-
tion period should be of a sufficient
time period to identify long-term
trends. Records must be retained at
least until the applicable inspections
or tests are repeated.

(c) Inspections of facilities must in-
clude a determination of whether the
facility complies with the National
Electrical Safety Code, National Elec-
trical Code (as applicable), and applica-
ble State or 1local regulations and
whether additional security measures
are considered necessary to reduce the
vulnerability of those facilities which,
if damaged or destroyed, would se-
verely impact the reliability and secu-
rity of the electric power grid, cause
significant risk to the safety and
health of the public and/or impact the
ability to provide service to consumers
over an extended period of time. The
electric power grid, also known as the
transmission grid, consists of a net-
work of electrical lines and related fa-
cilities, including certain substations,
used to connect distribution facilities
to generation facilities, and includes
bulk transmission and subtransmission
facilities as defined in §1710.2 of this
title. Any serious or life-threatening
deficiencies shall be promptly repaired,
disconnected, or isolated in accordance
with applicable codes or regulations.
Any other deficiencies found as a result
of such inspections and tests are to be
recorded and those records are to be
maintained until such deficiencies are
corrected or for the retention period
required by paragraph (b) of this sec-
tion, whichever is longer.

[63 FR 3450, Jan. 23, 1998, as amended at 69
FR 60540, Oct. 12, 2004]

§1730.22 Borrower analysis.

(a) Each borrower shall periodically
analyze and document its security, op-
erations and maintenance policies,
practices, and procedures to determine
if they are appropriate and if they are
being followed. The records of inspec-
tions and tests are also to be reviewed
and analyzed to identify any trends
which could indicate deterioration in
the physical or cyber condition or the
operational effectiveness of the system
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or suggest a need for changes in secu-
rity, operations or maintenance poli-
cies, practices and procedures. For por-
tions of the borrower’s system that are
not operated by the borrower, if any,
the borrower’s written analysis would
also include a review of the operator’s
performance under the operating agree-
ment.

(b) When a borrower’s security, oper-
ations and maintenance policies, prac-
tices, and procedures are to be re-
viewed and evaluated by RUS, the bor-
rower shall:

(1) Conduct the analysis required by
paragraph (a) of this section not more
than 90 days prior to the scheduled
RUS review;

(2) Complete RUS Form 300, Review
Rating Summary, and other related
forms, prior to RUS’ review and eval-
uation; and

(3) Make available to RUS the bor-
rower’s completed RUS Form 300 (in-
cluding a written explanation of the
basis for each rating) and records re-
lated to the operations and mainte-
nance of the borrower’s system.

(c) For those facilities not included
on the RUS Form 300 (e.g., generating
plants), the borrower shall prepare and
complete an appropriate supplemental
form for such facilities.

[63 FR 3450, Jan. 23, 1998, as amended at 69
FR 60541, Oct. 12, 2004]

§1730.23 Review rating summary, RUS
Form 300.

RUS Form 300 in Appendix A shall be
used when required by this part.

§1730.24 RUS review and evaluation.

RUS will initiate and conduct a peri-
odic review and evaluation of the oper-
ations and maintenance practices of
each borrower for the purpose of as-
sessing loan security and determining
borrower compliance with RUS policy
as outlined in this part. This review
will normally be done at least once
every three years. The borrower will
make available to RUS the borrower’s
policies, procedures, and records re-
lated to the operations and mainte-
nance of its complete system. Reports
made by other inspectors (e.g., other
Federal agencies, State inspectors,
etc.) will also be made available, as ap-
plicable. RUS will not duplicate these

§1730.26

other reviews but will use their reports
to supplement its own review. RUS
may inspect facilities, as well as
records, and may also observe con-
struction and maintenance work in the
field. Key borrower personnel respon-
sible for the facilities being inspected
are to accompany RUS during such in-
spections, unless otherwise determined
by RUS. RUS personnel may prepare
an independent summary of the oper-
ations and maintenance practices of
the borrower. The borrower’s manage-
ment will discuss this review and eval-
uation with its Board of Directors.

§1730.25 Corrective action.

(a) For any items on the RUS Form
300 rated unsatisfactory (i.e., 0 or 1) by
the borrower or by RUS, the borrower
shall prepare a corrective action plan
(CAP) outlining the steps (both short
term and long term) the borrower will
take to improve existing conditions
and to maintain an acceptable rating.
The CAP must include a time schedule
and cost estimate for corrective ac-
tions, and must be approved by the bor-
rower’s Board of Directors. The CAP
must be submitted to RUS for approval
within 90 days after the completion of
RUS’ evaluation noted in §1730.24.

(b) The borrower must periodically
report to RUS in writing progress
under the CAP. This report must be
submitted to RUS every six months
until all unsatisfactory items are cor-
rected unless RUS prescribes a dif-
ferent reporting schedule.

§1730.26 Certification.

(a) Engineer’s certification. Where pro-
vided for in the borrower’s loan docu-
ments, RUS may require the borrower
to provide an ‘‘Engineer’s Certifi-
cation” as to the condition of the bor-
rower’s system (including, but not lim-
ited to, all mortgaged property.) Such
certification shall be in form and sub-
stance satisfactory to RUS and shall be
prepared by a professional engineer
satisfactory to RUS. If RUS determines
that the Engineer’s Certification dis-
closes a need for improvements to the
condition of its system or any other
operations of the borrower, the bor-
rower shall, upon notification by RUS,
promptly undertake to accomplish
such improvements.
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